ISRAEL 1W54\ — / I 

Before Israel's independence the countrySu~^ii/^st^5r^eyellap*-y«* 
ment was confined largely to the production of cbtiSyj)ijgr''^oQqg<5#6'r 
local consumption, and concentrated mainly on the final processing 
of imported, partly -finished goods. Progress was slow but steady: 



Capital Invested Employees 

1921 LP. 600,000 (about $ 3,000,000) 4,750 

1929 LP. 2,250,000 (about S12,000,000) 11,000 

1937 LP. 12,500,000 (about $62,500,000) 27,000 



From 1921 until the outbreak of World War II industrial devel- 
opment was seriously obstructed by the fact that Palestine, a man- 
dated territory, had no protective customs tariffs and was a dump- 
ing ground for manufactured products from all over the world. 

During World War II, local industry, called upon to meet 
urgent needs, made a considerable contribution to the Allied cause. 
A wide varity of manufactured goods, previously imported, were 
required in large quantities by the Allied armies in the Middle 
East and by neighboring countries. The grim shortage of shipping 
and the dislocation of normal routes made it imperative for these 
goods to be found locally, and Jewish industry in Palestine proved 
the only source of supply. During the war, Jewish industry in 
Palestine showed enormous vitality and rare ingenuity in responding 
to this vast new and grave economic challenge. 
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Between World War II and the War of Independence came a 
period of recession and readjustment. With the birth of the State 
and during Israel's War of Independence, Jewish industry again 
acquitted itself honorably playing a vital part in the victorious fight. 

The establishment of the State ushered in a new era. For the 
first time, Jewish industry had the benefit of government protection. 
Moreover, the needs of the State called for a new approach to the 
problem of industrial development. 

The Government tried to attract foreign investment capital for 
the creation of basic industries to supply local needs. This would 
help to reduce hard currency imports and with the export of locally 
manufactured goods hard currency could be earned to pay for im- 
ported raw materials. The Government also aimed at the develop- 
ment of primary industries based on local raw materials. 



Industrial Expansion 

The extent of Israel's industrial expansion since May, 1948 can 
be gauged by the following figures: 





1949 


1950 


1951 


1952 


1953* 


Number employed in industry 












and handicrafts 


80,000 


102,000 


119,000 


120,000 


123,000 


Use of electric power by 












Industry (million kwh.) 


96.9 


140.6 


157.8 


176.8 


206.7 


Value of production at cur- 












rent i)rices (IL. millions) 


150.0 


193.1 


278.7 


469.6 


650.0 


** Added value at current 












prices (IL. millions) 


62.0 


82.2 


123.5 


202.0 


290.0 


Share in National Income (%) 


24.8 


24.3 


23.4 


26.6 


26.7 


Gross investment in Indus- 












try (IL. millions) 


11.5 


17.1 


25.4 


39.6 


61 


Industrial exports ($ millions) 


9.8 


17.9 


28.5 


25.6 


34.0 



* Preliminary estimates 

** Added value is the value added to that of the imported raw materials 
by local manufacturing processes. 

The growth of certain industrial branches is shown in the fol- 
lowing analysis of the number of workers employed in these 
branches : 
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1946 1952 
Workers Workers 

Textiles, clothing, leather and footwear 
Metals, machinery, electrical appliances 

Building materials 

Chemicals 

Wood and furniture 

Food, drink and tobacco 

Printing and paper 



The increase in the value of industrial production, at current 



prices, is shown in the following 


comparative 


table of 


selected 


branches (in IL millions) : 










1950 


1951 


1952 




53.6 


63.8 


112.0 


Metal and Machinery 


31.3 


49.8 


110.0 




13.5 


30.4 


35.7 


Woodwork 


17.6 


23.0 


35.0 




20.0 


19.9 


32.0 




6.4 


12.9 


30.7 


Clothing 


18.0 


24.0 


25.0 


Chemicals 


8.6 


15.0 


25.0 


Leather and shoes 


5.2 


14.3 


18.8 


Electricity 


5.7 


7.4 


17.4 


Diamonds 


4.0 


5.0 


5.5 




1.2 


2.2 


4.5 











Investment 

In 1950, the Knesset passed the "Law for the Encouragement 
of Capital Investments." Then, an Investment Center was set up to 
guide prospective investors — particularly those from abroad. The 
Law for the Encouragement of Capital Investments is designed to 
ensure that encouragement be given to all economic initiative and 
capital investment which might enhance Israel's productivity or to 
make Israel goods competitive in world markets. It offered various 
priviliges and facilities to approved undertakings including: 

(a) The exemption of imported capital goods from payment 
of customs duty. 

(b) Exemption from payment of Property Tax on new build- 
ings and additions to existing buildings for five years. 



13,100 25,000 

6,200 20,000 

4,800 7,700 

2,500 3,300 

2,608 9,540 

7,100 19,000 

2,600 4,300 
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Israel's new paper mill at Hadera 



(c) Relief from taxation by local authorities. 

(d) Income-tax concessions, including 

1. special rates of depreciation on approved buildings, 
machinery and plants. 

2. a maximum rate of taxation of 25'/ on income derived 
from approved investment for five years. 

(e) A guarantee to foreign investors that up to 10% of the 
value of original investments could be re-transferred abroad 
annually in the original currency of investment. 

By December, 1953, 1,482 enterprises representing investment 
capital amounting to $179,000,000 and IL. 91,400,000 received "ap- 
proval" or "recommendations" from the Investment Centre, and were 
awarded these privileges. Including the IL. 52,400,000 designated 
for investment by new enterprises approved in 1953, the total local 
investment in industry since May, 1948 comes to IL. 154,600,000. 
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During the fiscal years 1949-50 to 1952-53 the Government 
invested IL. 32,200,000 in industry by way of long-term loans 



from Development Budgets. The 


Budget estimates for 


1953-54 


allocated a further IL. 11,500,000 for industrial development, apart 


from IL. 6,900,000 for the development of electricity, and IL. S 


),550,000 


for the development of the Negev's 


mines and 


quarries. 




By December 31, 1953, 408 new 


"approved' 


" enterprises 


were in 


production. Their distribution over 


the various 


branches of 


industry 


is shown in the following table: 












.S o 
-t» ^ o 


ipital 

Un 
10) 




Number 
Enterpri: 


Local Caf 
Invested 
IL. 1,000,( 


Foreign C< 
Invested 
$1,000,OC 


roodstuns 


30 


2.5 


2.4 


Ice & Cold storage 


21 


1.6 


1.8 




36 


2.2 


4.0 


Clothing, l^ootwear & Leather 


12 


0.6 


2.1 


Wood 


11 


0.6 


1.9 




11 


1.0 


2.5 




62 


4.1 


4.7 


Machinery, Automobiles of Machine Farts 


17 


1.0 


2.3 




11 


0.3 


1.2 




26 


0.9 


2.2 




9 


0.4 


0.9 




19 


4.6 


1.9 


Glass & Ceramics 


16 


1.6 


0.8 




27 


2.8 


6.4 


Rubber 


10 


1.4 


3.2 


Plastics 


9 


0.4 


1.7 


Miscellaneous Industries 


17 


0.5 


1.8 


Hotels 


12 


1.6 


2.7 


Building & Public Works 


18 


0.6 


2.2 


Transport & Communications 


13 


3.8 


8.2 




10 


1.4 


0.4 


Miscellaneous Services 


B 


0.8 


0.7 


Total 


408 


34.7 


56.0 



Israel's Development Budget 

The Israel Government Development Budget is her principal in- 
strument for investment in industry. Its major sources are the 
State of Israel Bond issues, counterpart funds of U.S. Grants-in-Aid 
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and German reparations, as well as internal and external loans. 
Allocations to industry from this budget are shown in the following 
table: 



Development Budget Allocations to Industry 





1950-51 


1951-52 


1952-53 1953-54 

(1.4.53-31.1.54) 


Loans to Industry for Development 


6,741 


6,999 


6,516 


5,176 


Loans to Factories (Working Capital) 








505 


Artisans Bank 








132 


Development of Industrial Areas 




960 




3,542 


Storage Plants 






162 


236 


Negev Mines & Quarries & Dead Sea Works 


398 


595 


6,248 


5,981 


Electricity 




2,731 


2,560 


10,057 


Miscellaneous 




10 






Total 


7,139 


11,295 


15,486 


25,629 



Industry's Structure 

92.2% of the industrial enterprises and 79.9% of the persons 
employed in industry are found in the private sector. The remainder 
belongs to the cooperative sector. The division according to organ- 
ization is as follows: 

51.5% of the enterprises, employing 23.4% of the workers, 

are owned by individuals 
32% of the enterprises, employing 28.4% of the workers, 

are owned by partnerships 
8.7% of the enterprises, employing 28.1% of the workers, 

are owned by limited companies 
7.8% of the enterprises, employing 20.1% of the workers, 

are owned by cooperative enterprises. 

Natural Resources 

Discovery of natural mineral resources in the Negev opened up 
new possibilities for the development of basic industries using local 
raw materials. The principal raw materials already exploited are 
phosphates, potash, sand for glass and various ceramic clays. 

Exploitation of natural resources has already made Israel self- 
sufficient in superphosphate fertilizers, sulphuric acid for industrial 
purposes, glass of all types and ceramic products. In addition, export 
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has begun of certain raw or partly processed minerals and manu- 
factured products, such as sulphuric acid. 

The giant chemical plant of "Fertilisers and Chemicals" of 
Haifa, in addition to its sulphuric acid and superphosphate plants, 
is constructing other plants which will manufacture ammonia, nitric 
acid and a number of basic chemicals and fertihzers. A second 
chemical plant, using Negev phosphates and various Dead Sea salts, 
of which there are well-nigh inexhaustible quantities, is being 
planned. Its products are to include bromides, phosphoric acid, soda 
ash and various phosphate salts. 

Considerable proven reserves of iron, copper and manganese 
have been discovered. At present, the most economical methods of 
mining and extraction of the metals are being studied, and blueprints 
for the industrial exploitation of these valuable assets are being 
prepared. 

Electricity & Electrical Appliances 

Israel's electricity is provided by two companies: The Palestine 
Electric Company with a concession for power generation and the 
transmission of electricity for the whole country except Jerusalem 
and the Jerusalem Electric and Public Service Corporation servicing 
the Capital and an area 20 kilometers adjacent to it. The existing 
generating capacity is 230,000 kwh. By 1957 expansion should reach 
420,000 kwh, through the enlargement of existing power stations 
and the erection of entirely new plants, the Jordan canal power 
project in the north and the Darom power station in the south. 

The total sale of electric power, as well as that used industrially, 
is a fair indication of Israel's economic growth. 

Sale of Electric Power 



1948 1953 



Total 260,103,000 kwh 759,267,000 kwh 

For Industrial Purposes 70,888,000 " 206,736,000 " 



Almost all electric appliances are either manufactured or as- 
sembled locally. This includes all wires, bulbs, of which almost a 
million and a half were produced in 1953, electric lamps, plates, 
stoves, irons, radios and fans. 1952 saw the beginning of the assembly 
of Philco refrigerators in Israel, and in 1953 electric washing ma- 
chines made their appearance. Most of these are exported. 



Steel rolling mill near Acre 



The Metal Industry 

According to the 1952 census there were 3,258 metal undertak- 
ings which employed 16,509 workers and had an annual output of 
about IL. 30,000,000. Most of these are small factories or workshops, 
which concentrate on final processes and depend on the import of 
plates, rods and tubes. Israel also has iron-casting plants and casting 
plants for non-ferrous metals. 

The metal industry is now able to supply almost all domestic 
consumer needs, such as tools, household implements and insulating 
aluminum, and is gradually creating several basic industries, which 
will produce industrial machinery and equipment, also for export. 

Notable among these new plants are the Middle East Tube Co., 
Ltd. which produces steel pipes ranging from small-diameter seam- 
less pipes to welded pipes of up to 30 inches in diameter, and the 
Yuval Gad Pipe Manufacturing Co. Ltd., one of the largest plants 
of its kind in the world, which produces precast steel-lined concrete 
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pipes of up to 66" in diameter. A steel rolling plant was constructe<l 
in 1953. 

There has been a steady increase in the machine-building in- 
dustry. Special steel and iron constructions, office furniture, safes, 
batteries and stoves are all manufactured locally. The share of local 
production in the manufacture of industrial equipment, excluding 
manufacture of spare parts, rose from 14% in 1949 to 18% in 1950 
and 20% in 1951. 

The Building Materials Industry 

The mass immigration which followed the establishment of the 
State of Israel demanded considerable expansion in the manufacture 
of building materials — cement, stone, gravel, lime, plaster, bricks and 
tiles. Many of these undertakings are large, even compared with 
European standards. In the stone and cement industries, for in- 
stance, 1.8% of the undertakings employ 32% of the workers. 

Cement is one of the country's biggest industrial items. In 
1949 Israel's only cement factory — the Nesher Works near Haifa — 
had an annual production capacity of 300,000 tons. An investment 
of IL. 1,000,000, plus subsequent modernization increased its capacity 
to between 420,000 tons and 450,000 tons per annum. Nesher has 
now built a second plant in Ramie with an annual production capac- 
ity of 300,000 tons, which began production in the middle of 1953. 
A third cement factory, Shimshon at Hartuv in the Jerusalem Cor- 
ridor, with a capacity of 250,000 tons per year, started production 
in 1954. With all three plants producing all local cement require- 
ments will be met and substantial quantities exported. During 1953, 
cement was shipped to a number of countries, pre-eminently Turkey, 
at a total value of $1,477,000. Among outstanding orders for 1954 
are 1,000,000 tons for use in the construction of United States bases 
in Spain. 

Other building materials produced from local raw materials are 
plaster, silicate and other bricks, pipes, asbestos-cement, corrugated 
sheets, paints and varnishes. 

Plywood and firewoods are produced for the local market, and 
exports in 1953 amounted to $555,000. 

Marble, basalt, granite and limestone, used for building in 
Israel's hilly regions, are also exported. 
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Glass 



The local glass industry received a tremendous impetus with 
the discovery of large deposits of high-grade glass sands in the Negev. 
The industry has expanded steadily and already supplies all local 
needs in sheet glass, bottles and containers. Safety glass is also 
manufactured. A crockery industry has been started with 5 factories, 
employing 800 workers, capable of producing table glassware, hotel 
equipment, etc. The industry is also producing a surplus designed 
for export. 

The Textile Industry 

According to the 1950 census, Israel's textile industry comprised 
979 undertakings, employing 10,223 workers. Most of these were 
small concerns, but 14 employ over 100 workers each, and 32 em- 
ploy between 49 and 99 each. Textiles are one of the oldest and 
best established Israel industries. Most of the country's require- 
ments are manufactured locally, including cotton, linen, vistra, rayon, 
and fibre materials, as well as finished clothing items, knitted goods, 
hosiery and nylon products. Fashion goods, woolen apparel, and 
raincoats are exported in increasing quantities, amounting to almost 
10% of Israel's total exports. Socks and stockings are also locally 
produced and exports, mainly to the United States, are on the 
increase. 

Food Processing Industries 

These industries employed 20,000 workers according to the 1952 
census. Flour mills had a capacity of 1,600 tons in 1951. The 
chocolate and candy industry has developed successfully export mar- 
kets. The same is true of 90 other factories producing fruit juices, 
jams, preserved fruit and vegetables. Israel fruit juices are known for 
their quality and are exported to many countries, principally to the 
United Kingdom. 

Wine is one of this country's oldest products. The principal 
centers are Rishon-le-Zion and Zichron Yaakov. Most of the wine 
produced is absorbed locally, but there is also a growing export 
trade. Beer, brandy and liqueurs are also produced locally. Some 
are exported. 
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Fertilizers and Chemicals plant in Haifa 



The Diamond Industry 

Cut and polished diamonds are Israel's second biggest 
export item, following citrus. The industry was establislied 
in Israel during World War II, had suffered from a world-wide 
decline after the war, and began to regain lost ground in 1950. In 
1953, 146,804 carats were exported, valued at $12,712,000. 90% of 
the export goes to the United States, where Israel is the second 
largest importer. 

The Chemical Industry 

According to the 1952 census, 410 undertakings in this industry 
employed about 3,500 workers, with an annual production value of 
about IL. 15,000,000. This industry is based on: (1) the Dead Sea 
Works with their almost unlimited resources of potash, bromine 
and other salts; (2) the Negev's phosphate quarries; (3) Haifa's 
petroleum refineries, whose by-products can be utilized for 
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the manufacture of various chemicals. The market for chemical 
products grows constantly, and expansion has been noteworthy in 
the pharmaceutical industry and the manufacture of insecticides. A 
plant for the production of caustic soda and chlorine, for which raw 
material is freely available locally, is being constructed. Several 
plants are engaged in the production of paints, oils and soaps, 
detergents and moistening agents for household use, as well as in 
textile and other industries. 

The largest single chemical undertaking is Fertilisers and Chem- 
icals Ltd. in Haifa, which manufacturers superphosphates and sul- 
phuric acid, and plans the manufacture of ammonia, nitric acid and 
other basic chemicals. Investment in this undertaking, including 
capital and loan investment, amounts to IL. 19,000,000. 

A new industry is paper-manufacturing, in which a number 
of new enterprises are engaged. The American-Israel Paper Mills 
supply the country with various kinds of paper including two-ounce 
bond, kraft and wrapping paper. Since the beginning of 1954 all 
Israel's newspapers use locally manufactured newsprint. Paper 
Products Manufacturing Co. makes cement bags, and a third 
firm,the Supra Paper Manufacturing Co., produces wrapping paper. 
Supra is conducting a series of experiments in the use of pulp from 
native plants, particularly the abundantly available Eucalyptus tree. 

Plastics 

Non-existent until 1938, this industry today embraces some 50 
enterprises, manufacturing articles ranging from household and 
luxury goods to tools and accessories for this and other industries. 
Two enterprises produce plastic-coated textiles for furniture and car 
upholstery. The dependence of this industry on foreign raw materials 
will be reduced when the Seraphon Resinous Chemicals Corpora- 
tion, Rehovot, goes into full operation. 

Automobiles and Tires 

The assembly of cars, trucks, jeeps and buses has given an 
impetus to the establishment of a number of enterprises which 
produce materials for this industry. By the beginning of 1954, Kaiser- 
Frazer of Israel, Ltd., which began production in April, 1951, had 
already produced over 6,000 vehicles, of which 5,100 valued at 
$11,360,000 were exported, mainly to Turkey, Finland, Norway, 
Sweden, Iceland and France, 
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Two large factories, the Alliance Tire and Rubber Co., Ltd. and 
the General Tire and Rubber Co. (Israel), Ltd. produce tires of 
standard sizes for cars and trucks. These companies supply all of 
Israel's needs and a considerable part of their production is exported, 
the largest customer being Turkey. During 1953, 116,000 tires were 
manufactured and the export amounted to over $800,000. 

Rubber 

This is a new industry but it already comprises 40 enterprises 
which employ some 1,200 workers (apart from the two tire factories, 
which employ some 500 workers). The rubber industry supplies 
all of Israel's needs. The first attempt at export was successful and 
repeat orders secured. 

Ceramics 

Fifteen factories employing 700 workers produce porcelain in- 
sulators, building materials, tiles, crockery, figures and vases. Most 
of these factories have completely modern equipment. The industry 
supplies all local needs, and it relies largely on local raw materials. 
In some lines, export has started and prospects are good for further 
developments in this field. 

Miscellaneous 

In addition to the above, a number of highly specialized in- 
dustries were established. Watches and clocks are manufactured 
by the Orlogin Watch Factory and Solga, Ltd. Precision tools of 
all sorts, for scientific and industrial purposes, are also being made 
and this industry is expected to grow with the training of additional 
skilled workers. Other industries include the production of arti- 
ficial teeth, which are manufactured mainly for export to Europe, the 
Far East and Latin America. 

Three industrial crops, apart from fruits and vegetables for 
canning — sugar beet, oil crops and tobacco — are already exploited 
locally. During 1953, the use of sugar beets for the production of 
alcohol enabled the saving of $300,000 in foreign currency. At the 
same time two factories for processing sugar from beets began con- 
struction and it is hoped that within five years the entire local 
demand for sugar for domestic and industrial use will be met locally. 
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Israel-grown tobacco today supplies the cigarette and tobacco 
industry with practically all its requirements in leaf tobacco, save 
for Virginia-type tobaccos, some of which are still imported. This 
year, the area devoted to the growing of various oil crops, chiefly 
groundnuts, will be trebled, and planned expansion in this field 
aims at achieving exportable surpluses within a few years. 

Experimental plantings of flax, kenaf (a substitute for jute) , 
ramie, agave, cotton and certain indigenous plants, which are possible 
sources of raw material for industry — e.g. the juncus plant for the 
paper industry — were made, and in many cases the preliminary re- 
sults were most rewarding. 

Industrial Exports 

Israel's economy, and with it her industries, faces the same over- 
riding necessity that faces many European countries. For years to 
come Israel will need imports, and these imports must be paid for 
in foreign currency, which must be earned by corresponding exports. 

All industrial development, therefore, is geared to exports. The 
gap in consumer goods that resulted from a doubling of Israel's 
population has largely been bridged, and industry today looks beyond 
the country's borders for new markets. Government policy, too, has 
tied industrial development to export by making the availability of 
imported raw materials partly contingent on foreign currency 
earnings 

Although the final aim of Israel's economy is a balance between 
total imports and total exports, the first aim is balance between the 
import of raw materials for industry and industrial exports. In 
1950, the deficit between the value of imported raw materials for 
industry and industrial exports amounted to IL. 5,452,000. With 
rapid industrial expansion, this deficit rose to IL. 29,108,000 in 1951 
and amounted to IL. 20,583,000 in the first nine months of 1953. 
Nevertheless, encouraging progress in industrial exports was achieved. 
In 1949, industrial exports from Israel were valued at $10,000,000. 
Since then, a steady increase can be noted : 

$11,790,000 
17,900,000 
28,000,000 
34,775,000 

According to various branches of industrial exports, this is what 
Israel development since 1949 looks like statistically: 



1949 
1950 
1952 
1953 
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Industrial Exports 



Commodity 


Value 


in Dollars % 


oj Total 


Exports 




1949 


1953 


1949 


1953 


■ 

Diamonds 


5,191,200 


12,712,500 


18.2 


22.6 




302,400 


5,336,700 


1.0 


9.4 


Automobiles & Spare Parts 




5,270,000 




9.4 








U.J 


4.5 


Chemicals, Drugs, Cosmetics 












571,000 


1,250,500 


1.8 


2.2 


Cement, Plywood & other 










Building Materials 




2,050,200 




3.6 


Metals & Metal Products 




1,696,400 




3.0 




3,304,000 


3,909,200 


11.6 


6.8 


Total 


11,787,800 


34,775,000 


41.1 


61.5 



It is expected that the rate of export will increase even more 
rapidly in the years to come. A number of new industries are now 
starting production while others are in the construction stage. 
Several older industries, which until now struggled to supply the 
home market, have, in the meantime, been able to expand produc- 
tion to include exportable surpluses. The search for markets takes 
time, and Israel has had to prove both the quality and the competitive 
value of her products. More and more raw materials are now available 
locally. New skills are developed almost daily and the range of 
manufactured products widens constantly. 

Israel's industry still has a long, difficult road to travel. But 
the stride lengthens month by month, if not week by week — and 
the most precarious bridges have already been crossed. 
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